
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * 

In  t h e  Matter o f :  

APPLICATION FOR RATE ADJUSTMENT ) 
BEFORE THE PUBLIC SERVICE 1 
COMMISSION OF KENTUCKY FOR SHALL 

) CASE NO. 9 4 5 7  UTILITIES PURSUANT TO 807 KAR ) 
5 : 0 7 6  OF EAST JEFFERSON WASTE 1 
WATER, INC. ) 

IT IS ORDERED that: 

1 .  The Staff A u d i t  Report for East Jef ferson Waste Water, 

I n c . ,  ("East Jefferson") attached hereto a s  Appendix A shall be 

i n c l u d e d  a s  a part of t h e  record i n  this p r o c e e d i n g .  

2. East Jefferson s h a l l  have 10 days from t h e  date of this 

Order, to f i l e  w r i t t e n  comments concerning the contents of 

Appendix A .  

Dons a t  F r a n k f o r t ,  K e n t u c k y ,  t h i s  31st day of J m ,  1986. 

ATTEST: 

S e c r e t a r y  V U  



A P P E N D I X  A 

S t a f f  A u d i t  R e p o r t  On 
East J e f f e r s o n  Wastewater, I n c .  

PREFACE 

On November 8 ,  1985, E a s t  J e f f e r s o n  Wastewater, InC . ,  

("East J e f f e r s o n " )  t i l e d  its a p p l i c a t i o n  s e e k i n g  an i n c r e a s e  i n  

its rates for sewer s e r v i c e .  T h e  proposed rates would  g e n e r a t e  

$ 6 0 , 8 0 8 ,  an i n c r e a s e  of 1 0 2 . 6 2  p e r c e n t  i n  the r e s iden t i a l  ra te  

c u r r e n t l y  b e i n g  c h a r g e d .  

A s  p a r t  of i ts  e n d e a v o r  to  s h o r t e n  a n d  s i m p l i f y  t h e  

r e g u l a t o r y  process for  small u t i l i t i e s  t h e  Commiss ion  chose to  

p e r f o r m  a limited financial audit of East Jef f e r s o n ' 8  o p e r a t l o n s  

for t h e  t e s t  y e a r ,  c a l e n d a r  year 1984.  The C o m m i s s i o n ' s  o b j e c t i v e  

was t o  s u b s t a n t i a l l y  r e d u c e  t h e  n e e d  for w r i t t e n  da t a  r e q u e s t s ,  

decrease t h e  t i m e  n e c e s s a r y  t o  e x a m i n e  t h e  a p p l i c a t i o n  a n d ,  

t h e r e f o r e ,  decrease t h e  e x p e n s e  t o  t h e  u t i l i t y .  Mr. D e n n i s  J o n e s  

of t h e  C o m m i s s i o n ' s  D i v i s i o n  of Rates a n d  T a r i f f s  performed t h e  

a u d i t  on J a n u a r y  15, 1986, at t h e  ofErce of E a s t  J e f f e r s o n  i n  

M i d d l e t o w n ,  K e n t u c k y .  

SCOPE 

The scope of. tht t  audit Wan l i m i t e d  to ascertaining w h e t h e r  

t h e  o p e r a t i n g  e x p e n s e s  a s  reported i n  t h e  1984 A n n u a l  R e p o r t  were 

r e p r e s e n t a t i v e  of n o r m a l  annual opera t ions .  The primary f o c u s  of 

t h e  a u d i t  w a s  to a s s u r e  t h a t  n o  i m p r o p e r  or e x t r a o r d i n a r y  e x p e n s e s  

were i n c l u d e d  In t e s t - y e a r  o p e r a t i o n s .  I n  order to  d e t e r m i n e  

t h i s ,  e x p e n d i t u r e s  charged to t h e  t es t  year o p e r a t i o n s  were 

r e v i e w e d  a n d  t h e  i n v o i c e s  of p o t e n t i a l  i m p r o p e r  charges w e r e  
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s u b s e q u e n t l y  e x a m i n e d l  i n s i g n i f i c a n t  discrepancies were n o t  

p u r s u e d  a n d  are n o t  addressed h e r e i n .  N o  recommendat ions 

c o n c e r n i n g  r a t e - m a k i n g  t r e a t m e n t  of s p e c i f i c  i t e m s  are  c o n t a i n e d  

i n  this report. 

FINDINGS 

The m a i n  o b j e c t i v e  of t h e  a u d i t  w a s  t o  assure  the p r o p r i e t y  

of each e x p e n d i t u r e  charged to the test-year opera t ions .  A n  

e x a m i n a t i o n  of these expenditures revealed t h a t  E a s t  Jefferson had 

e x p e n s e d  the i n s t a l l a t i o n  by A n d r i o t - D a v i d s o n  Company, I n c .  ot its 

Cross Creek pump s t a t i o n  i n v o i c e d  a t  $3,597.  This e x p e n d i t u r e  

should be capitalized to the pumping p l a n t  a c c o u n t s  and 

depreciated o v e r  a 10 year per iod .  T h e r e f o r e ,  A c c o u n t  No. 363, 

Pumping Equipmen t  has b e e n  i n c r e a s e d  by $ 7 , 5 9 7 ;  A c c o u n t  No. 713, 

Maintenance of Pumping System has  been reduced by $7 ,597;  and 

Account N o .  4 0 3 ,  D e p r e c i a t i o n  E x p e n s e  has b e e n  i n c r e a s e d  by $760. 

The e f f e c t  of t h e s e  a d j u s t m e n t s  o n  the 1984 Annual Report 

is as f o l l o w s :  

A U D I T  REPORT ADJUSTMENTS 

A c c o u n t  
Number 

T e s t  Year Staff 
Per A n n u a l  A u d i t  Staff 

Report A d j u s t m e n t s  Adjusted 

Sewer U t i l i t y  P l a n t  
In S e r v i c e  

363A Pumping Equ ipmen t  $ 1,055 $7,597 $ 0 , 6 5 2  - Elec t r ic  

Opera t inq R e v e n u e s  
521-26 Total O p e r a t i n g  R e v e n u e s  $ 4 2 , 0 5 1  $ -0-  $ 4 2 1 0 5 1  

Operating Expenses 
701-A Collection S y s t e m  - Labor 

Materials a n d  Expenses $ 6,708 $ -0- $ 6 , 7 0 8  
703 F u e l  or  Power for Pumping 9 , 2 2 5  -0- 9 ,225  
704 C hem i ca 1 s 1,946 -0- 1,946 - 2- 



705 
710-A 
710-8 

713 
903-A 
904 
9 20 
921 

923 
924 
931 
403 
404-7 
408-1 

4 31 

M i s c .  Supplies and Expenses 146 
Routine Maintenance Service 7 * 7 6 0  
Internal Supervisison and 
Engineering 3,600 
Maintenance of Pumping System 7,597 
Agency Collection Fee 1,824 
Uncollectible Accounts 22 
Admin. and General Salaries 1,500 
Office Supplies and Other 
Expenses 4 29 
Outside Services Employed 220 
Insurance Expense 1,187 
Rents 500 
Depreciation Expense 18,800 
Amortization Expense 167 
Taxes Other Than Income 937 
Total Operating Expenses 62,568 

Operating Income (Loss) <$20,517> 

Other Interest Expense 1,497 

Net Income ( Loss 1 <$22,014> 

PRO FORMA ADJUSTMENTS 

-0- 
-0- 

-0- 
< 7 * 597> 

-0- 
-0- 
-0- 

-0- 
-0- 
- 0- 
-0- 

-0- 
-0 -  

<6,837> 

760 

$6,837 

-0-  

$6,837 

During the course of t h e  audit additional 

1 4 6  
7 , 7 6 0  

3,600 
-0 -  
1,824 

22 
1,500 

4 29 
220 

1,187 
50 0 

19 560 
167 
937 

55,731 

($13 680> 

1 , 4 9 7  

<$15,177> 

information 

concerning East Jefferson's pro forma adjustments included in its 

rate case filing was requested by Mr. Jones and supplied by East 

Jefferson's accountant M r .  John E. Chilton, CPA of Cotton and 

Allen, Certified Public Accountants. This information consisted 

of explanations of the calculations of the dollar amount of the 

adjustments and certain service contracts entered into by East 

Jefferson. A copy of the information prov ided  is attached h e r e t o  

and made d part of this report. 

Mr. Chilton etated that t h e  now oxpnneicm identified In h i 8  

explanation of the pro forma expenses was for  future construction 

not requested in this proceeding. He further stated E a s t  

Jefferson would Eile for  a certificate of public necessity and 
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convenience for an addition to its treatment plant In the near 

future. The expansion which was included in the application was 

p r i m a r i l y  for u p d a t i n g  t h e  e x i s t i n g  s y s t e m  a n d  providing service 

to  t h e  T o w n c r e e k  Subdivision. This expansion increased E a s t  

Jefferson's capacity from 120,000 gpd t o  2 2 0 , 0 0 0  gpd of w h i c h  

2 1 2 , 0 0 0  gpd is currently being utilized. 

CONCLUSION - 
Eas t  J e f f e r s o n  had no major d i s t o r t i o n s  on the 1984 A n n u a l  

R e p o r t  o t h e r  t h a n  t h a t  n o t e d  h e r e i n .  East Jefferson should m a k e  

t h e s e  a d j u s t m e n t s  o n  its books and file revised pages to its 1984 

A n n u a l  Report to reflect these adjustments. Minor misallocations 

between e x p e n s e  accounts were n o t e d  but n o  a c t i o n  h a s  been taken  

herein. 

Public Utilities Financial 
Analyst C h i e f  

-4-  



#1 

t 2  

t 3  

1 7  

#8 

119 

RESTATEMENT OF INFORMATION 
Provided by M r .  C h i l t o n ,  CPA 

Estimated Average Bill for c u r r e n t  
o p e r a t i o n  - See Attached - est. based 
on July, 85 B i l l  

Current pump stations- 
( 1 )  50  per month 
(2) 20 per month 

N e w  Expansion 

Chemicals  
1984 Amount 
Chemicals to double with New Expansion 

M i s c .  Supplies - Simply e s t i m a t e d  at $50/mo 

Bad D e b t s  - Estimated a t  $300 per year 
w i t h o u t  support - No real e x p e r i e n c e  w i t h  
a c c o u n t s  u n t i l  1984 

Rent is  $100 p e r  month.  Rent  was charged 
for  o n l y  p a r t  y e a r  in 1984. This is for  
use of Gordon Moert of f i ce  to utility 

Adm. & General Salaries - $300  p e t  month 
fo r  12 months. 1984 was only for part.  year.  

1 s  170 

70  

9 00 

2,14O/mo. 

$1,946 
$4 ,000  

$ 600 per year  



East Jefferson Waste Uater, Inc . 
P.O. Box 43182 
L o u ~ v l l l e ,  KY 40243 
February 9 ,  19w 

J 

Dear B i l l ,  

Enclosed is OUT check in the amount of $600 for January operation 
of Crobs Creek treafrent plant. 

Acaording to Don Lorens conversation with you the bi l l ing  amount 
would be $600 per month for the existing plant monthly service 
fee. 
expansion on the existing plant, then $WO per month when the 
lagoon is completod. 

If them i. any misunderstarding about the above, plea80 call m. 

$700 per month would be due upon the completfon of the 

Sincerely, 

. Cordon L .  H w r t  



. .  - .. , .  
r i  . . 
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OEVELOPMENT PtANNINe 6 ENGINEERIN(3, INC. 
13122 UKEN ROAD LOUISVILLE. KENTUCKY 40223 (502) 24S-tW 

: CONSTRUCTION MANAGERS 
, . . ' .  ..' . .  

CONSULTING ENGINEERS 

. -  . 

. .  . .  
D o c a n b e t  26, 1984 

. .  

Eaet Jefferson Waste Uater 
c/o Durst & Woert Development Cow. 
P.O. Box 43182 
Louioville, Kentucky 40213 

Re: Ea8t Jefferson W a m k  
Water Swage Tr8atm8nt 
 agoo on 

0.8Z $&rat 

W e  are rncloaing our invoice for partial  p r y w n t  OF ourvoy ' 

an4 engineering services on +he rubject project. The total fee 
i8 to be based upon 8 %  of construction coots which w e  estimate 
to be between $150,000 to $2OO,OOO, but in no event to be lesa, 
than $12,000. 
177-84 and 244-84. If you have any questions, please contact 
the office. 

This will include presently due invoiceo numbered 

Sincerely, 

DEVELOPMENT PLANNING 
\& W I N E E R I N G ,  INC. 

. .  . 
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